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3. 


STATE CONTROL IN INTERNATIONAL TRADE 
AND FINANCE. 


URING the week of May 29th-June 3rd two international 
conferences have been examining, from different points of 
view, the underlying causes of the economic and monetary 

depression and attempting to suggest, so far as possible, the means 
for its alleviation and for the gradual restoration of order out of 
chaos. In Vienna the International Chamber of Commerce was 
holding its second biennial Congress—a meeting of business men, 
“not supposed to be clever, nor professors, nor experts in any 
subject” (to use the words of Sir Alan Anderson, Chairman of one 
of the plenary sessions). In London (at Chatham House) the 
Sixth International Studies Conference’ was meeting to discuss 
for the second consecutive year the subject of “‘ The State and 
Economic Life ’’—an assembly (in the words of Lord Eustace Percy 
in his address of welcome) of “‘ students.’’ ‘“‘ We do not lightly 
lay claim,” he said, ‘‘ to the title of experts, though there are dis- 
tinguished experts among us. Still less, in this comparatively early 
stage of the scientific study of international relations, can we venture 
to call ourselves scientists ; but our approach to the problem is 
that of the scientific student . . . We are concerned only with the 
disinterested pursuit of objective work.”’ 


Both Conferences, the one from the practical, the other from 
the academic point of view, discussed among other things the 
working of the most-favoured-nation Clause, both examined certain 
aspects of the international financial situation with particular 
reference to the movement of capital. It is with these questions 
that it is intended to deal here, by way of a comparison of the 
results of the two Conferences. 

Before doing so, however, a word of explanation is necessary. 
The International Chamber of Commerce discussed a number of 
reports of sub-committees, but the principal item on its agenda 
was the adoption for submission to the World Economic Conference 
of a specially prepared Report.* This had been drawn up in the 
same form as the draft annotated Agenda for the Economic Con- 
ference, in order to facilitate comparative reference. The fourth 
and sixth sections, with which we are concerned here, dealt with the 
Resumption of Capital Movement, and Tariff and Treaty Policy. 
The Congress adopted the Report and also passed numerous 
resolutions, two of which dealt with tariff and treaty policy and 
the future of international investments. 





(1) Conference of Institutions for the Scientific Study of International Relations, 
under the auspices of the International Institute of Intellectual Co-operation. 

(2) This consisted of an introduction and sections dealing with Monetary and 
Credit Policy, Prices, Resumption of the Movement of Capital, Restrictions on 
International Trade, Tariff and Trade Policy, Organisation of Production and 
Trade, and Conclusions, summarised in 14 points. 
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The International Studies Conference, on the other hand, con- 
tinued the work on the State and Economic Life begun at the Milan 
Conference in May, 1932,' and on which the various national com- 
mittes had been engaged in the interval. The subject was dealt 
with from two aspects ; the external, under the title of State Control 
of International Trade and Finance, and the internal, under that of 
State Intervention in Private Economic Enterprise. The Conference 
set up two Committees, and it is with the Report of the First 
Committee—dealing with the external aspect—that we are con- 
cerned here.* 

THE Most-FAVOURED-NATION CLAUSE. 


The Report of the International Chamber of Commerce referred 
to the inconclusiveness of the draft annotated Agenda of the World 
Economic Conference on this subject, and considered that the 
dependence of international commercial policy upon the uncon- 
ditional most-favoured-nation Clause has hindered, “if not com- 
pletely blocked . . . the possibility of courageous experimenta- 
tion’ in the direction of reduced tariffs. In spite of criticisms, 
however, “in present circumstances it is not considered desirable 
that efforts to abolish or undermine the system should be encour- 
aged. In the opinion of the majority the Clause should remain the 
foundation of international treaty relations.’”’ A considerable pro- 
portion of the National Committees of the Chamber were in favour 
of modifying or limiting the operation of the Clause in order to 
render practicable the formation of economic groupings. It was, 
however, considered that four principles should be satisfied in the 
case of such multilateral agreements, which would depend on the 
recognition of an exception to the unconditional Clause. These 
principles were :— 

(a) Such “agreements” should aim at facilitating the relations 
between the participating countries without any aggressive intention 
towards non-participating countries, and without hampering trade 
with such countries ; 

(b) Such “‘ agreements ” should remain open to the signature of 
any country which declares itself ready to assume the obligations 
imposed upon the participating countries ; 

(c) Countries which actually fulfil these obligations, without 
formally giving their adhesion, should be able to benefit by all advan- 
tages granted to the participating State ; 

(d) Such “agreements” should be carried out on a long-term 
basis and should thus have an enduring character. 

At present States would be obliged by their contractual obli- 
gations to submit any such agreements to the approval of most- 
favoured nations. This might equally be regarded as a valuable 


(1) Fifth Conference and First Study Conference on “‘ The State and Economi 
Life,”” Milan, May 23rd—27th, 1932. Published by the Institute of Intellectual 
Co-operation. 

(2) Rapporteur, Professor William Rappard. The Report was divided ito 
three sections dealing with the Most-Favoured-Nation Clause, the Open Door and 
Colonial Preference, and Regulation of International Capital Movements. 


” 





762 





oP 


safeguard, or an obstacle to progress, or a cause of delay. In the 
absence of a specific reservation in commercial treaties the Inter- 
national Chamber was of the opinion that, in the interests of the 
sacredness of contractual obligations, most-favoured nations were 
legally justified in insisting on their rights under the Clause. The 
best procedure to reconcile the desire to promote economic rap- 
prochement with the rights of favoured nations and the respect for 
treaties seemed to consist in negotiations between the States con- 
cerned ‘‘ with a view to obtaining their consent to the establishment 
of the necessary exceptions.”” The better the psychological atmo- 
sphere the better the chance of success. To this, moderation in 
fixing import duties at the external frontier would greatly contribute, 
especially if the nature of the grouping was “ of a general character 
as aiming at the improvement of economic relations between peoples, 
and not . . . concluded by certain countries to attain particular 


ends.’”? 


If such conditions were fulfilled States favoured by the Clause 
should have no reason to consider the request for their consent 
to such exceptions as an unfriendly act. The International Chamber 
sincerely hoped that States would avoid making any excessive claim 
to the rights which were legitimately theirs under the Clause. 


Should this method of approach fail or “‘ prove so slow in prac- 
tice as to constitute a serious barrier to progress’ the alternative 
suggested by some is that the Economic Conference 

“should contemplate an international convention, binding the 
contracting parties to interpret the most-favoured-nation Clause of 
their bilateral treaties as not obstructing the application of multi- 
lateral agreements concluded in the spirit described above.”’ 


At its final plenary session the Congress adopted the Report, 
and also a resolution on Tariff Treaty Policy, which was to accom- 
pany it. The Resolution stated that : 


“A most effective method of reviving international trade was 
by negotiating new commercial treaties between the nations.” 


In this connection the principles contained in the Report? were 
recalled, and the opportunity was taken once more to proclaim 


“that bilateral commercial treaties should be based on the 
unconditional most-favoured-nation Clause and should contain mutual 
tariff concessions. In the event, however, that the rigid adherence 
to the unconditional most-favoured-nation principle in proposed 
treaty negotiations delays substantially the readjustment of tariff 
structures and the removal of trade barriers, the introduction of 
modifications to this principle can be considered.” 

“It would thus become possible during a period of transition 
to conclude bilateral treaties containing preferential stipulations. 





(1) Economic Committee of the League of Nations. 
(2) See above, p. 4. 
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However . . . such stipulations . . . should never imply 
that the contracting States forbid each other to grant the same 
privileges to other States with which they subsequently enter into 
negotiations. The stipulations mean only that these advantages 
are not extended as a matter of right to other nations.” 

The resolution proceeds to record the opinion that economic 
rapprochements between groups of States are “‘ calculated to con- 
stitute an element of progress and to be advantageous to inter- 
national trade’ subject to the conditions quoted in the Report. 
Such rapprochements would be facilitated by the conclusion of an 
international agreement by which contracting States agree to 
recognise them as exceptions to the unconditional Clause provided 
that the conditions laid down are fulfilled. These measures natur- 
ally conflict with the rights granted to States by existing treaties, 
and their consent would be necessary before they could enter into 
force. It was, therefore, hoped that third-party States will show 
a spirit of “ marked friendliness ’’ in examining the possibility of 
removing the enjoyment of rights under the clause. 

The resolution concludes : 

“The ultimate objective of commercial policy should remain 
equality of treatment, which is an essential guiding principle of 
economic relations. This requires that concessions granted to par- 
ticular countries and thus withheld from other nations should be 
made available to all countries on a treaty basis as soon as possible.” 
It is interesting to note that the resolution, while admitting the 

possibility of considering modifications to the unconditional 
Clause, represents a slightly more conservative attitude than 
the Report. The latter had signalised a divergence of opinion 
on the maintenance of the Clause without modifications and had 
suggested the recognition of certain exceptions, with the proper 
safeguards. This change in attitude, slight though it may be, is 
at first sight surprising in view of the adoption by a large majority 
at a group meeting on June 2nd of a resolution in favour of abandon- 
ing the unconditional Clause. This was proposed by the United 
States and seconded by the British Delegation, after an important 
declaration of policy by a member of the former to the effect that 
the Clause, in the past the best-known instrument for preventing 
tariff discrimination, had ceased to be practically operative. To-day 
an instrument was needed which, in existing conditions of maladjust- 
ment, would bring tariffs down and remove trade barriers. If 
insistence on the Clause would delay relief it would be preferable, 
temporarily at least, to proceed at once with bi-lateral tariff agree- 
ments exempting the nations concluding them from any obligations 
to grant each other tariff concessions made to other States in 
subsequent treaties. 

The change of attitude to one of caution, represented by the 
Resolution, was undoubtedly dictated by a fear of the consequences 
of a rigidity of definition, which would rule out all modifications 
except those specifically authorised. 


764 





mis, 
new 
ther 
une 
of t 
task 
inst 
scop 


-. 
by thy 
thoug 
Sessior 


7. 


The First Committee of the International Studies Conference’ 
was able to view the problem from a detached and “‘ scientific ”’ 
point of view, unhampered by administrative responsibility or 
special interests. Its views, however, approximated very closely 
to those of the International Chamber of Commerce. 


Professor Rappard, rapporteur of the Committee, found that 
there was general agreement ‘‘ whatever the underlying causes 
of the present depressed and chaotic conditions of the economic 
world . . . in noting and deploring the unsatisfactory working 
under present conditions of the Most-Favoured-Nation Clause.”’ 
This was to be observed in two ways, first “‘ it was being more and 
more generally evaded, violated or disregarded with impunity by 
its signatories ’”’ ; second, though historically intended ‘‘ to promote 
commerce and to prevent discrimination among nations, it has come 
to restrict international trade while still allowing international 
discrimination. Either States might be deterred from making 
concessions for fear of undesirable consequences with respect to 
third parties, or the conclusion of regional agreements might be 
hindered by the refusal of the consent of third party States.” 


However this might be it was not suggested that the Clause 
should be abandoned. There was, on the other hand, unanimous 
agreement that ‘it should be altered in its practical application.”’ 
This might be achieved, according to one view, by defining and 
authorising by international agreement certain exceptions to the 
unconditional Clause. These should, however, be limited and 
rigidly subordinated to the three following conditions :— 

(r) No regional agreements between States bound by the Clause 
to third parties should be tolerated if their conclusion were to entail 
the increase of Customs tariffs with respect to third parties. 

(2) Such agreements were to be tolerated only if they were 
designed to bring about substantial and progressive reductions of 
Customs tariffs between the signatory Powers. 

(3) They should be tolerated only if they were further open to all 
States who might wish to adhere subject to the same conditions. i 
This suggestion, according to another view, gave rise to certain 

misgivings. It might be characterised as an attempt to introduce 
new discriminating practices into economic relations. Further, 
there was the difficulty of formulating conditions in clear and 
unequivocal terms. The measurement or definition, for example, 
of the absolute or relative heights of tariff barriers would present a 
task of great complexity. Another objection might be the increased 
instability resulting from the authorised gradual extension of the 
scope of regional agreements. 





(1) By the procedure of the Conference no resolutions were passed and no 
votes taken. The work of the Conference was recorded in the Reports drawn up 
by the Rapporteurs of the two Committees. For these they alone were responsible, 
though they represented an impartial record of the views expressed during the 
sessions. 
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In this connection it was considered that the special difficulty 
at present was ‘“‘ not so much the rigidity of the Clause as its 
continued existence with materially altered tariff systems.” This 
difficulty was experienced particularly by low tariff countries which 
were obliged by the Clause “‘ to grant without compensation to. , . 
highly protectionist countries . . . the benefit of all further re- 
ductions with which they might purchase equivalent advantages 
from their neighbours.”” In these circumstances a case might be 
made out for the abandonment of the Clause except in low tariff 
Customs agreements. Such action might be an added inducement 
to highly protectionist countries to reduce their tariffs. 


The Report concluded with a general summary : 

“ . the unanimous view was that if and in so far as excep- 
tions to the Most- Favoured-Nation Clause, such as those above 
contemplated, were practicable and truly tended to make freer trade 
between all nations, they should be welcomed. If the universal 
reduction of tariff barriers, which it was universally felt was the 
imperative need of the hour, could be achieved neither by autonomous 
action, nor by bi-lateral or multi-lateral negotiation, with the general 
and unconditional Most-Favoured-Nation Clause, then, but then only, 
it would be desirable to authorise certain specific exceptions to the 
Clause under such as the above-mentioned conditions.”’ 

It was generally felt that the present state of international 
interdependence called for the creation of some international trade 
commission or commissions with the twofold function of acting 
as an arbitral and a codifying authority. This might contribute 
to the enhancement of international confidence and commercial 
security. 


THE RESUMPTION AND REGULATION OF INTERNATIONAL CAPITAL 
MOVEMENTS. 


The First Committee of the International Studies Conference 
also discussed the future of international capital movements. The 
Rapporteur recorded the view expressed in the discussion that 
“‘ there had since the war been unwise, indiscriminate and excessive 
lending abroad, which is in some measure responsible for the 
present position.’”’ The unproductive borrowing of post-war years 
had been due to two causes ; first, the need for foreign credits to 
compensate for the economic disequilibrium between States and 
huge inter-Governmental indebtedness and, second, the need for 
foreign credits to cover budgetary deficits and stabilise the balance 
of payments. The ease with which such credits could be obtained, 
and the alacrity of certain countries, particularly the United States, 
to lend, had created a new factor in the financial situation. “ Fur- 
thermore, the world had never witnessed such a volume of inter- 
national short-term lending as that to which unstable conditions, 
increased speculative facilities, and often abnormal rates of interest 
gave rise.” It was generally agreed that these movements had 
contributed to intensifying the present crisis. 
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The second general observation to be made was that “‘ the almost 
complete cessation of international financial transactions prevailing 
to-day is also in some measure responsible for the delayed recovery 
of the world.”’ This cessation was due to a number of causes, 
such as the previous excessive borrowing, the impoverishment of 
borrowers, the excessive fall in the price of exports, leading to 
partial or complete default, loss of international confidence by 
lenders and, last but not least, the insecurity of political conditions. 


For the immediate future it was considered that the restoration 
of confidence through the assurance of political security was more 
likely to contribute to the revival of the normal flow of capital 
than any purely financial measures, even if such were practicable. 


For the remoter future certain recommendations might be put 
forward. The adoption of sound principles of foreign lending was 
urged as one of the most important of these. Such principles would 
provide for two quite different classes of loans. In the case of foreign 
loans involving considerations of public or national policy, the lender 
should consult the public authorities of his country before issuing 
the loan. This would allow Governments to consider the conse- 
quences or repercussions of each proposed loan, and would give 
private lenders some added protection, while subjecting them to a 
measure of supervision. Other loans should be regarded purely as 
private business transactions, which would thus entail, in the case of 
difficulties arising, no diplomatic or more serious intervention on 
the part of Governments. In the case of the borrowing countries 
it was suggested that Governments should consider closely the 
national balance of payments and the general economic state of the 
country in connection with the activities of their borrowers. 


Such considerations gave rise to the suggestion of the estab- 
lishment of some international authoritative body for the considera- 
tion of international capital movements. Such a body might be 
called upon to examine and settle in an impartial manner difficulties 
arising between borrowers and lenders in different countries and be 
entrusted with the elaboration of a financial code. 


These suggestions, however, met with a certain amount of 
criticism. There was danger, it was pointed out, of creating an 
illusory sense of security in the minds of investors. In addition 
to this, public authorities would be saddled with added respon- 
sibilities difficult to bear and powers subject possibly to misuse or 
to the dictation of powerful financial interests. Another result 
would be a restriction on the free flow of capital. In reply to this 
it was stated that the suggestion of supervision was merely part of 
the growing movement for regulation and control to which all 
economic activities were progressively being subjected. 


Certain conclusions of a general nature were noted by the 
Rapporteur. In the first place, the mutual interdependence of the 
various elements in international economics had been vividly 
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demonstrated. Abnormal capital movements and monetary fluc- 
tuations not only hampered trade, but diverted it from its natural 
channels. The gold standard had proved unworkable not through 
any inherent defect, but because of the anarchy of international 


trade and finance. 


A second general conclusion to be drawn was the futility of 
an attitude of serene and resigned J/aissez-faire. This conclusion 
was accepted only with reluctance, and was against the natural 
bias of economists, who were inclined to rely for progress on the 
free interplay of economic forces more than on political intervention. 
The acceptance of this conclusion was the result, not of an abandon- 
ment of the teachings of the classical economists, but of the dis- 
appearance of the assumptions on which those teachings were based. 


“* To advocate absolute free trade in goods and capital and uncon- 
ditional fidelity to the gold standard, in a world in which private 
monopolies and public intervention of all kinds have very appre- 
ciably narrowed the field of free competition, would be to betray a 
lack of realism and of logic, which the earlier economists would be 
the first to condemn. It is, therefore, not in a spirit of revolt against 
the best traditions of economic thought, but in deference to deplorable 
but unescapable facts, that the members of the Committee were led 
to advocate remedial action on the part of nationa} States and of 


the international community.” 


Finally, the recognition of the need of ‘‘ extraneous intervention 
to revive the body economic and to restore it to normal health” 
was tempered by “‘ the fear that such intervention, practised in the 
area of national and international politics under the influence of 
political partisanship and nationalistic bias, might increase and not 
overcome the present disorders.’”” The tendency was, therefore, to 
favour other reforms, such as the establishment of impartial and 
expert international bodies both for the solution of conflicts and the 
elaboration of economic and financial codes. With the ever increas- 
ing complexity and intricacy of economic international relations 
this solution might become necessary. It was, however, imperative 
to divorce political partisanship from control. 


The Report of the International Chamber of Commerce also 
dealt with the Movement of Capital. 

‘ The re-opening of the international capital market must be one 
of the chief elements in any concerted programme of economic 
recovery. A resumption of international lending will do much to 
solve the problem of insufficient monetary reserves, but the restora- 
tion of liberty for capital movement cannot be reconciled with the 
maintenance of present excessive restrictions on the movement of 
goods and services. Otherwise the movement of capital can only 
assume the form of large movements of gold.” 


The principal obstacles to a resumption of capital movements 
were the instability of exchange rates, the restrictions on foreign 
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exchange transactions and the existing burden of debts. Some solu- 
tion of international indebtedness was necessary before permanent 
equilibrium could be restored in the balance of payments, for the 
difficulties of debtors in facing their obligations produced reper- 
cussions which extended much wider than the relations between 
them and their creditors. 


In these circumstances creditors should shape their policies to 
facilitate the task of their debtors ; debtors on the other hand must 
avoid default or repudiation, or any action likely to prejudice their 
capacity to pay. “‘ The sanctity of the contract is the basis of 
credit, which is a synonym for confidence.” 


Readjustment of debts, where such adjustment was unavoidable 
must be faced. The mobilisation of creditor interests in order to 
enable conversations and negotiations was a necessary preliminary. 


‘To leave the adjustment of international long-term debts to 
the unguided co-operation of debtors and creditors can prolong the 
depression unduly. If existing agencies should prove to be inadequate 
for facilitating the necessary negotiations, the International Chamber 
of Commerce endorsed the Preparatory Commission’s' suggestions 
for the establishment of a list of persons of recognized standing and 
competence whose mediation would be open to the parties concerned. 

To facilitate this work, each Government should empower its 
Central Bank to ascertain as far as possible the annual long and short- 
term international debt service on public and private account between 
the country in question and the rest of the world. The information, 
which should thus be collected at regular intervals, should be corre- 
lated and made generally available by an international agency such 
as the League of Nations or the Bank of International Settlements. 
These recommendations apply to all classes of international debts, 
public and private, long-term and short-term.”’ 


The large body of short-term indebtedness constituted a problem 
of ‘‘ special acuteness.’””’ There was “no doubt that the volume 
of such short term obligations, created since the war, has been 
disproportionately large,’’ with the result already noted by the 
Studies Conference. 


The final plenary session of the Congress of the International 
Chamber of Commerce adopted a resolution dealing with the future 
of international investment. Expression was given to “ grave 
anxiety ’’ regarding the present position of the international Capital 
Market. 

‘“‘ For more than a century, the loan of capital, both short-term 
and long-term, has been an indispensable factor in the economic 
development of the world, by means of which the current flow of 
commodities has been assisted. Furthermore, the relatively weaker 
have been able to draw upon the more ample resources of the econo- 
mically stronger nations for the purpose of building up the material 
equipment of society.” 





(1) Preparatory Commission of the World Economic Conference. 
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a Without a renewed flow of capital in the future, neither 
world trade nor the internal development of many parts of the globe 
will be able to proceed as rapidly as is desirable in the interests of 
industry, trade and employment.”’ 


After reiterating the views expressed in the Report as to the 
desirability of debtors facing up to their obligations and avoiding 
default ‘‘ which must inevitably result in the Capital Markets of 
the world being closed to such borrowers ”’ and of creditors framing 
their policies in the interests of their debtors as well as their own 
interests, it was considered that creditors must be willing to co- 
operate with their debtors “in an impartial examination of their 
difficulties, with a view to such equitable adjustments, temporary 
or permanent as are necessary. The establishment of impartial 
and independent bodies for such purposes on lines already approved 
by the International Chamber of Commerce and referred to in the 
Report of the Preparatory Committee of the World Economic 
Conference will facilitate the removal of many obstacles to world 


recovery.” 


The resolution concluded with a warning. It was believed: 

‘‘ That many Statesmen have paid insufficient attention to the 
effects of interference with the process of international investments 
by the manipulation of the monetary standard. Whatever ends 
may be aimed at or served by such manipulations, currency deprecia- 
tion and the abandonment of provisions inserted into debt agree- 
ments for the express protection of the creditor, must impair faith 
in the written and spoken words of debtors, public and private. 
In view of the fact that Governments are increasingly appearing on 
the capital market as borrowers, not only for budgetary purposes, 
but also in connection with the financing of industrial, public utility 
and other productive enterprises, the International Chamber of Com- 
merce believes that such arbitrary treatment of the creditor class is 
disruptive in its effects upon credit, and calls upon the Governments 
of the world to adhere to the same standards in such matters as have 
long been expected from the business men of all nations.”’ 


It will be seen from the foregoing extracts and summaries that 
the two Conferences, examining the same problems from different 
viewpoints—the one through the eyes of the practical business man 
directly engaged in industry or commerce, the other through the 
eyes of the detached and disinterested “ student ’’ of international 
relations, at a greater distance and unhampered by special interests, 
attained results which represent a considerable measure of agree- 
ment. The International Chamber of Commerce, as was natural, 
proved more conservative in its attitude in that, while fully 
recognizing the necessity for reform and modification in the event 
of the continuance unchanged of certain conditions, it asserted its 
reluctance to encourage such modifications unless it was left with 
no other alternative ; the International Studies Conference, as was 
equally natural in view of its objects and character, showed itself 
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more ready to favour the ‘‘ courageous experimentation ’’ recognized 
by the Chamber but not universally accepted. Even so, such 
modifications as were suggested were put forward only as an alterna- 
tive to the unsatisfactory working of existing instruments in present 
abnormal conditions. 

In the matter of State intervention both Conferences tended 
to favour the establishment of expert impartial bodies for the 
adjustment of difficulties, but here again the Studies Conference 
demonstrated greater readiness to experiment in this direction, 
though its members did not fail to point out the difficulties and 
disadvantages of increased control, though this was only accepted 
with reluctance as contrary to their ‘‘ natural bias’ as economists. 
In finance, on the other hand, the International Chamber recorded 
a definite warning against increased intervention and manipulation 
by Governments. 

As a prelude to the opening of the World Economic Conference 
on June 12th the two Conferences are of considerable interest, and 
it is to be regretted that considerations of space necessitate the 
limitation of their results to two specific aspects only. 

>. A. Hf, 





14 


CHRONOLOGY. 
Afghanistan. 


June 6th.—Assassination of the Minister in Berlin. (See Germany.) 


Austria. 

May 24th.—The Government issued a decree providing that the 
Constitutional Court should make decisions only if all its members 
were present. (The question of the legality of the emergency decrees 
had been brought before the Court.) 

May 26th.—The Council of Ministers issued an order declaring the 
Communist Party illegal and requiring it to disband forthwith. The 
Rote Fahne had been confiscated nearly every day during the previous 
two weeks. 

May 27th.—The police entered the precincts of Vienna University 
to quell an attack made by Nazis on Christian-Social students. The 
Rector closed the University. 

Raising of visa fee for Austria. (See Germany.) 

May 209th.—The 7th biennial Congress of the International Chamber 
of Commerce opened in Vienna, and was attended by delegates from over 
40 countries. 

May 31st.—The police raided the Nazi headquarters in Vienna, 
Innsbruck and Graz and seized a number of documents. 

June 2nd.—The Congress of the International Chamber of 
Commerce closed after approving a report adopted by the Council of the 
Chamber on April 7th for submission to the World Economic Conference. 

The Chancellor left Vienna for Rome. 


June 5th.—Signature of Concordat with the Holy See. (See Vatican 
City.) 
On the Chancellor’s return to Vienna an announcement was 
made that he was convinced that “an independent Austria has a 
warm friend in Italy and Signor Mussolini.” It was also stated that 
Signor Mussolini had expressed the readiness of the Italian Government 
to take up its share (30 million schillings) of the Lausanne loan. 


Belgium. 

May 21st.—The King signed the decree-laws drafted by the Govern- 
ment in virtue of the special powers conferred upon it by Parliament. 
The financial measures to be taken were estimated to produce an increase 
in revenue of 700 million francs. 


Brazil. 

May 24th.—A decree was issued ordering the strict observation of 
neutrality in the war between Bolivia and Paraguay, and warning the 
disputants that they would not be allowed to use Brazilian rivers as 
bases for military operations, or for any acts constituting an infraction 
of neutrality. 


Bulgaria. 

May 28th.—The League Council accepted the proposal of the rap- 
porteur on financial questions that, in order to liquidate the Treasury 
arrears of the Bulgarian Government the normal limit for Treasury 
issues should be raised to 1,100 million levas (about £2,200,000) and that 
the provision for the issue of Treasury Bonds should be raised to 800 
million levas for one year. 
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China. 
INTERNAL AFFAIRS. 

May 26th.—Two brigades of the Cantonese 19th Army were reported 
to be moving north and to have reached Hunan, while divisions from 
Kwangtung and Kwangsi were also stated to be en route to the Yangtze. 

June 1st.—Conditions in Turkestan were reported as being very 
disturbed, owing to the rebels fighting among themselves. 

June 4th—One of Feng Yu-hsiang’s supporters was reported to have 
occupied Kuyuan, midway between Kalgan and Dolo Nor, and Feng 
was stated to be appointing his own officials in Chahar, levying taxation 
and recruiting troops. 

Tang Yu-lin, the ex-Governor of Jehol, was officially stated to have 
transferred his allegiance to Manchukuo. 

June 5th—It was stated in Peiping that the Tientsin gunmen had 
been disarmed, and that the irregulars in the Lwan region would be 
incorporated in the Chinese Army. 


EXTERNAL AFFAIRS. 

May 24th.—It was announced in Peiping that hostilities had ceased 
on all fronts. (See also Japan re C.E.R.) 

May 25th.—According to Chinese reports circulating in Peiping, the 
Japanese withdrew their forces 6 miles from Tungchow. 

According to Japanese reports, accredited representatives of the 
Chinese and Japanese commanders met and exchanged verbal assur- 
ances that their forces should not cross the line from Miyun to the sea, 
via Tungchow and Yenching. 

May 30th.—Japanese Government’s Note regarding new tariffs. 
(See Japan.) 

May 31st.—An armistice was signed at Tangku by representatives of 
the Minister of War and Marshal Muto. The terms included the demili- 
tarisation of an area of 5,000 square miles between the Great Wall and a 
line running from Yenching through Changping, Shunyi, Tungchow, 
Paoti to Lutai. The Japanese undertook to withdraw eventually to 
the Wall, leaving the area to be controlled by Chinese police. 

The Kuomin Agency issued a statement regarding the new import 
tariff placing on Japan the responsibility for any inconvenience 
which might be caused by the new duties. Although China was 
fully justified in not bearing any longer the burden of the public debt 
in respect of Manchuria—about 15 per cent. of the total for the whole 
country—China had paid regularly her full indebtedness. 

The C.E.R. line at Suifenho was blocked by the Manchukuo authori- 
ties. (This isolated the eastern end of the line, leading to Vladivostock, 
from the rest of the C.E.R. system.) 

June 1st.—The chief Chinese delegate to the Tangku conference made 
a statement to the press paying a tribute to the sincerity and frankness 
of the Japanese delegates, and expressing the hope that the agreement 
would mean the beginning of renewed friendship of the Chinese and 
Japanese peoples. 

June 2nd.—Issue of statement re armistice by Legation in London. 
(See Great Britain.) 

_ June 3rd.—Following on the default, on June 1st, of the Shanghai- 
Nanking Railway, a bondholders’ association was formed in Shanghai, 
and a statement issued that the amount in default totalled £700,000, a 
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situation due to extravagant administration and the failure of the 
Government to pay for military and other official traffic. (Interest on the 
bonds had not been paid since December, 1931, while the last instalment 
against amortisation had been paid in June, 1929.) 
June 4th—Announcement re loan to the Government. (See U.S.A) 
June 5th—The Japanese reinforcements to the Peiping Legation 


Guard returned to Tientsin. 


Colombia. 
May 25th.—Signature of agreement for settlement of Leticia dispute. 


(See League of Nations.) 


Czechoslovakia. 

May 30th.—The first annual meeting of the Permanent Council 
of the Little Entente opened in Prague and was attended by 
M. Titulescu and M. Yevtitch, with M. Benes in the chair. Instru- 
ments of the ratification of the Statute signed on February 16th 
were exchanged. A statement was issued that the Council accepted 
the text of the Four-Power Pact, as communicated by the French 
Government, with the following observations :—(1) The text was 
in conformity with the French memorandum of April roth, 
establishing the principle that it could apply only to questions which 
concerned exclusively its signatories. (2) The Council acknowledged the 
assurances of the signatories that the competency of the League would 
not in any way be infringed, and that unanimity would be obligatory in 
the application of Article 19 of the Covenant. (3) The Little Entente 
had received from the French Government formal guarantees against 
any attempt at a revision of the Peace Treaties.. These guarantees were 
considered to be such that no danger could arise from the Pact to the 
common policy to be pursued by the Entente and France. The Little 
Entente States were, accordingly, not apprehensive of their interests 
being infringed, and hoped that the decisions of the Four Powers on their 
own individual questions would tend to a rapprochement between them. 

June tst.—The Little Entente Council concluded its meetings, having 
decided to establish an Economic Council, to meet at least 4 times a year 
in the three capitals. It was to prepare a preferential Customs system 
and study a plan of quotas. 

The Council also agreed to continue a friendly policy with Poland, 
and it acknowledged with satisfaction the common attitude of the 
U.S.S.R. with the Little Entente on certain problems at the Disarmament 


Conference. 


Danzig Free City. 
May 25th.—Serious fighting occurred at Zoppot between Nazis and 
Nationalist (Government) supporters, and a number of arrests were made. 


About 50 people were injured. 

May 28th.—The elections took place and resulted in the Nazis securing 
38 seats in the Diet, with 50 per cent. of the total votes cast. The 
Social Democrats obtained 13 seats, the Centre 10, the Communists 5, 
German Nationals 4, and the Poles 2. 

May 209th.—Dr. Rauschning’s statement in Berlin to the press. 


(See Germany.) 
May 30th.—The Government resigned. 
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Egypt. 
May 31st.—Decision re payment in gold of Crédit Foncier bonds. 


(See France.) 


France. 
May 26th.—The Chamber passed the Budget by 427 votes to 98, 


having refused to accept the majority of the amendments made by the 
Senate. In this form the deficit was shown as 4,344 million francs. 

Replying to a question in the Chamber as to why the debt problem 
did not appear on the agenda of the Economic Conference, M. Herriot 
said that when he discussed it with President Roosevelt he found him 
to be as well disposed as possible. That a revision of the debts was 
legitimate was not contested, but any arrangement was subject to the 
payment of the amount due in December, 1932. ‘‘ Once that payment 
has been made,’’ Mr. Roosevelt had said, “‘ I can ask for powers to negotiate 
with France an agreement similar to that I am negotiating with Great 
Britain,’ but it was a mistake to suppose, added M. Herriot, that the 
proposals which were made in the course of the Anglo-American negotia- 
tions were also made to France. 

May 29th.—The Senate concluded its second examination of the Budget 
having reintroduced the proposal (modified) to establish a cut of 5 per 
cent. on certain estimates. The Premier, intervening, said that there 
were other than financial interests which required to be guarded carefully. 
It might well be that the whole Republican system was at stake. 
Disorderly movements, threats, the forcible entry into the houses of the 
people’s representatives, who were only doing their duty, these things 
must be met and broken. 

A demonstration of over 30,000 shopkeepers, merchants, and other 
taxpayers was held in Paris to protest against the existing scales of 
taxation, and many shops were closed. 

In a statement in the Chamber regarding his conversations in 
Washington, M. Herriot said that the Premier had instructed him that 
payment of the December instalment of the Debt could not be made 
except on condition that a moratorium was granted for the payment 
due on June 15th, and a general discussion of the whole question agreed to. 
He had found President Roosevelt much preoccupied with the tariff 
question, and intending to propose a whole series of truces—in tariffs, 
debts and armaments. The President had indicated that the December 
payment must be made if they wished to arrive at a definite arrangement, 
and had agreed that that payment could rank as on account of a future 
settlement, and he would open negotiations at once if it were made. 

He’ referred to the provision in the Lausanne Agreement that the 
alrangement was invalid unless a settlement with France’s creditors 
intervened ; that might incline the U.S.A. towards conciliation. Unless 
America consented to the complement of Lausanne the whole edifice, 
so painfully constructed, would be destroyed. 

May 30th.—During a discussion on the Four-Power Pact in the 
Chamber, the Premier said the House would have every opportunity to 
examine the Pact before it was ratified. In reply to a Deputy who 
said the Polish Government-had declared that immediate mobilisation 
would follow the first attempt to reduce existing Polish territory, 
M. Daladier said they could not reply in the negative to every proposal 
for the better organisation of peace. France was free to act as she chose, 
but they must make an effort to be reasonable and agree with others. 


775 





18 


The Finance Committee of the Chamber insisted on the maintenance 
in the Budget of the proposal to establish a petrol monopoly, and on the 
rejection of the Senate’s proposal for a further reduction of 5 per cent. 
on various items. 

May 31st.—The Senate again considered the Budget, and reduced the 
deficit to 3,576 million francs, or 235 millions less than that voted by the 
Chamber. 

The Seine Tribunal gave judgment in favour of the holders of the 
Egyptian Crédit Foncier Loan (3, 34 and 4 per cent.), declaring that the 
service must be paid in gold. 

June tst—The Budget was passed after an all-night sitting, the 
Premier having twice made the vote a question of confidence. In the 
Chamber he secured a majority of 359 votes to 253, and in the Senate, 
a majority of 161 votes to 106. In the final vote in the Chamber the 
Budget was passed by 379 votes to 145. The deficit was shown as 
3,625 million francs. 

The proposal to set up an Oil Monopoly Commission was adopted, 
and it was agreed that the Commission should enquire into the conditions 
under which a monopoly could be organised and report to the Government, 
which would then inform Parliament. 

June 5th.—The Government denounced, as from June Ist, the Com- 
mercial Convention with Switzerland signed on July 8th, 1929, so that 
it would expire on December Ist, 1933. 

June 6th.—The Prime Minister obtained the consent of the Cabinet 
to the initialling of the Four-Power Pact on condition that the German 
Government unreservedly accepted the text in the form to which it had 
been reduced as a result of conversations between the French, Italian 
and British Governments. : 

Article 3 was redrafted, and the reference to equality of rights omitted. 
The Article merely stipulated that if the Disarmament Conference did 
not succeed the signatory Powers would meet to consider the situation ; 
they would reserve the right to examine together the problems of dis- 
armament which interested them, and undertook to resolve them within 
the sense and spirit of the Pact. 


Germany. 

May {24th—The Reich Commissioner for Economics ordered the 
dissolution, with one exception, of the “ economic fighting leagues ” 
formed by Nazis. 

May 25th.—In a speech at Iburg, Westphalia; Herr von Papen 
urged that Europe should be reorganised on a racial basis, as 
opposed to the existing “ state nationalism.” He said Europe had been 
‘‘ Balkanised ”’ by the Versailles Treaty ; a third of the German people 
lived outside the frontiers, divided up among 25 different States, and he 
pointed out that the race was permanent, in contrast to the transient 
character of ‘‘ the State.”” They ought not to “ abide by ”’ a nationalism 
which separated peoples, but go on to a security which unified peoples; 
Germany saw that it was her duty to initiate this change. 

This duty sprang from the longing for peace of the German people, 
and from the necessity of ordering Central Europe anew—without 
involving it in warlike experiments which exercised such a fatal attraction 
for those who thought in terms of State nationalism. 

The German Evangelical Church Union appointed the first evangelical 
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Bishop of the Reich. It received an “ ultimatum ” from the leader of 
the Nazi body, the ‘‘ German Christians,” that the Nazi candidate should 
be appointed, but ignored this and insisted on the absolute independence 
of the Church. 

May 26th.—The 10 Statthdlter took their oath of office in Berlin in the 
presence of President von Hindenburg, who said that the institution of 
Statthalter was intended to provide a fresh rivet binding the Reich and 
the States, to render possible a uniform policy. 

An eleventh Statthalter was appointed for the two Mecklenburg States 
and the Free City of Liibeck. This was the final appointment, as terri- 
torial amalgamations reduced the 17 States to 11 Governorships, all held 
by Nazis. 

' The Government decided to order the confiscation of all the property 
of the Communist Party. 

May 27th.—Herr Hitler broadcast a speech to the Danzig electorate 
in which he said that National-Socialism did not pursue a policy of 
frontier correction at the cost of other nations. “‘ We do not want a 
war,” he remarked, ‘‘ merely for the purpose of bringing to Germany 
Germans (or ‘ people ’ according to one version) who simply do not want 
to be and cannot be Germans... It is the great mission of the National- 
Socialist movement to form the bridge between the various occupations 
and classes of our nation, and also between all compatriots outside the 
Reich, for they too belong to us, are blood of our blood.” 

He also said, ‘‘ strongly though we are inspired to foster and improve 
our own people we are no less filled with respect for the same feelings in 
other nations.’’ Just as they rejected the idea of making Germans out 
of Frenchmen, so they defended themselves against the attempt to 
deprive Germans of their birthright. 

The Government announced that, as from June rst, the cost of a 
visa to Austria would be 1,000 marks. The measure was justified on the 
ground that “ the emergency measures taken by the Austrian Government 
against the National-Socialist movement in Austria, forbidding the 
uniforms, flags, signs and other emblems of the movement, have called 
attention to the danger that German National-Socialists, staying as 
guests in Austria and ignorant of these regulations, may come into conflict 
with the Austrian authorities, the result of which must be to disturb the 
friendly relations between Germany and Austria.”’ 

The Government decided to grant a subsidy of 20 million marks to 
German shipping. 

Anti- Jewish riots took place at Hanover and much damage was done 
to property of some of the leading shops. 

May 209th.—Conversations opened in Berlin regarding the transfer 
problem between the Reichsbank and representatives of the short-term 
and long-term creditors of Germany. Dr. Schacht surveyed the develop- 
ments of the past 15 years, and said it was now generally known that half 
of the 20,000 million marks of foreign credits received had been used for 
nothing but reparations payments. The whole system was wrong and 
collapsed as soon as credits ceased to be forthcoming. The standstill 
arrangements had served only to postpone the end, not to prevent it, and 
it had at last come to the position when there was a danger that the 
Reichsbank reserve might shrink to nothing. If the gold discount credit. 
due on July 1st, was subtracted, the reserves had fallen to 8 per cent. 
If this continued, the Reichsbank was in danger of being unable to 
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prevent the sale of marks abroad, 1.e., they would certainly come to an 
official discount of the mark and experience a new devaluation which, he 
thought would be clear to all, would mean a worse catastrophe than that 
of 1923. 

The Berlin police ordered the confiscation of the Deutsche Allgemeine 
Zeitung of the day and prohibited its publication for 3 months, for 
criticism of the measures taken by the Government in reply to the ex- 
pulsion of Dr. Frank from Austria. 

In a statement to the press in Berlin, Dr. Rauschning, the presumptive 
Nazi President of the Danzig Senate, said the Nazi movement, as an 
international one, was a single unit in its ideology, but it was a different 
matter when the political parties of such a movement became identified 
with States with different Constitutions. Herr Hitler’s orders were only 
binding on Danzig Nazis in so far as they concerned the philosophic 
outlook of National-Socialism. 

The Nazis in Danzig, like those in Germany, wanted to assure peace. 
They did not want to “ Germanize ”’ the Poles, but readiness to preserve 
peaceful conditions could not be one-sided ; they had, however, noted 
with gratification a tendency on the part of the Poles to show some 
understanding of the National-Socialism movement. 

Danzig’s Constitution had been given it and guaranteed to it by the 
highest political organ, the League Council, and they were not so foolish 
as to destroy the basis of their own freedom. They would respect the 
Constitution in every way, and there would be no “ Aryan clause ”’ in 
Danzig like that included in the German laws, nor would there be the 
principle of gleichschaltung or forcible uniformity. Anybody, Jew or 
Socialist, who had the necessary ability for his job could keep it. 

They had no intention of arresting Communists, and guaranteed that 
all Left deputies would remain untouched. Developments in Danzig 
would be different from those in the Reich; the Nazis had an ample 
majority in the Diet to enable them to put through a number of their 
measures, and at the same time to govern perfectly constitutionally. 
They would pass an Enabling Bill, so that they could make laws which 
were not amendments to the Constitution. 

They were ready at any time for a general clearance of the big ques- 
tions, especially economic, in dispute with Poland, but Danzig must 
be allowed to preserve its individual character, including its standard of 
living. 

May 30th.—The Hamburg “ Militant League of Young Nationalists ” 
was dissolved by the police under the “ decree for the safeguarding of 
nation and State.” Protests against this action were made to the 
Minister of the Interior by the Reich leader of the Nationalist leagues 
and the Executive of the German National Front (the new title of the 
Nationalist Party). 

May 31st.—The Cabinet passed an employment law authorising the 
Minister of Finance to issue “ Employment Treasury Bills ”’ tc a total of 
1,000 million marks for the promotion of public and private building, 
land settlement, river conservancy, road building, etc. 

Further arrests were reported of Stahlhelm leaders in Brunswick, 
on charges of evading a local decree, issued at the end of March, pro- 
hibiting the enrolment of new recruits. 

The “ great naval victory ” of Jutland, or Skagerrak, was celebrated 


in Berlin. 
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June 1st.—Details of the Unemployment Law were published. 
Treasury Bills to an amount of 1,000 millions were to be taken over by 
the Public Works Company. They were to be redeemed by the Govern- 
ment at the rate of one-fifth in each year from 1934 to 1938, 200 millions 
being included in each year’s Budget for the purpose. A special redemp- 
tion fund was also to be established, into which were to be paid repay- 
ments from States and municipalities, and amounts out of a voluntary 
employment subscription fund, shortly to be opened. 

Among the special provisions was one for a marriage loan of 1,000 
marks, without interest, to people intending to marry, if the bride-elect 
had been in employment for at least 6 months of the previous 12, and 
undertook not to go to work again unless her husband earned less 
than 125 marks a month. 

Instructions were issued to the press by the Ministry of National 
Enlightenment and Propaganda as to how questions of race hygiene 
should be treated by journalists. Any concern for the excessive popula- 
tion of Germany was groundless, it was explained, since the birthrate had 
fallen from 2 to 1 million a year since Igoo. 


June 2nd.—At the conclusion of the discussion of the transfer problem 
with representatives of groups of foreign creditors, the Reichsbank issued 
a statement to the effect that there had been general agreement that the 
free reserves of gold and foreign currency still at the Reichsbank had 
fallen to such a point that if further reductions occurred the exercise by 
the Bank of the full functions of a central bank might be impaired ; also 
that it was desirable that those reserves be gradually increased, thereby 
fortifying the Reichsbank in its successful endeavours to maintain the 
stability of German currency. 

It was also recognised that the declining surplus from Germany’s 
foreign trade made it necessary to consider the protection and expansion 
of her sources of foreign exchange. Also that the standstill agreements 
were a vital contribution to the maintenance of Germany’s international 
trade and credit, and under existing circumstances contributed to their 
further development ; also that German foreign trade and world trade 
must be regarded as fundamental to the problem of transfer, and “ in 
view of the important position of the German economy in world affairs 
and the magnitude of its debt problem it is assumed that one of the 
most important and urgent objectives of the World Economic Conference 
will be to facilitate a prompt and permanent solution of the German 
transfer problem.” 

In an explanatory address to the press Dr. Schacht said the statement 
had been approved by all present. They had not discussed the debt 
problem—it was a matter of course that the debtors should pay their 
debts—but only the difficulties of transferring these debts. 

It was entirely out of the question that the savings of the German 
people should again be exposed to inflation losses, and the decision of the 
Reichsbank not to allow any further decline of its foreign exchange 
reserves was irrevocable. 

Four Communists were sentenced to death by the special Court at 
Altona for the murder of some Nazis there on July 17th, 1932, when 
ighting took place resulting in 13 deaths. 

June 4th—The circulation of the Daily Herald was forbidden 


throughout the country. 


779 





22 


June 5th.—Conclusion of provisional trade agreement with Hungary. 
(See Hungary.) ; 

A serious conflict, of political origin, began in the German Protestant 
Church following the appointment of the new Reich Bishop, or Primate of 
the German Evangelical Church (being formed out of the regional Lutheran 
and Reformed Churches) who was not the nominee of the Nazi “ German 
Christian Movement.” 

June 6th—The Afghan Minister in Berlin was assassinated by an 
Afghan student named Seyd Kemal. . 

Adoption of report on petition of Herr Bernheim re situation of Jewish 
minority in Upper Silesia. (See League of Nations.) 


Great Britain. 

May 26th.—In a speech in Parliament describing the progress at 
Geneva Sir John Simon said the British draft had been helped towards 
full-blooded existence by the better spirit shown by the German delegates 
and by the declaration of Mr. Norman Davis. His own new proposals— 
for consultation in the event of the danger of war and for definition of the 
aggressor—had been most gratifyingly received. One result had been 
the decision of the U.S.A., not indeed to sign the security section of the 
draft, but to adhere to it in the form of a unilateral decl-ration. This 
declaration was supremely important, because it meant that America 
definitely moved from her tradition of isolation into a policy of ‘‘ co-opera- 
tion in world work.” 

The speaker then traced the development of this change from the 
signature of the Kellogg Treaty onwards till now the U.S.A. agreed 
that they would not stand upon their rights as neutrals if they con- 
curred with the other Powers as to which of the parties to a dispute was 
theaggressor. Thisrepresented an immense advance in American opinion. 

The British draft has been disparaged because it did not lay down in 
advance a rigid definition of an aggressor. But the Anglo-Saxon mind 
differed from the Continental mind in preferring to judge circumstances 
as they arose, instead of trying to foresee and provide definite action 
for every kind of circumstance. Mr. Eden had, only the previous day, 
convincingly demonstrated the disadvantages of rigidity. 

After saying he welcomed the better tone of Herr Hitler’s statement 
of policy, Sir John Simon summed up the Government’s policy under 
5 heads, i.e. (1) to welcome and respond to President Roosevelt’s message ; 
(2) to make it clear that Great Britain could not proceed further on the 
lines of unilateral disarmament, whereon it had already gone so far, 
but to point out through the British proposals how much further dis- 
armament by agreement could go ; (3) to recognize the validity of other 
countries’ concern for security—Part 1 of the draft, together with the 
U.S. declaration had done much to meet it; (4) not to undertake 
liabilities other than those already assumed under the Covenant and the 
Locarno Treaties, but to join in the proposed consultative pact which 
would complete the concentric rings of arrangements designed to promote 
security by bringing into these arrangements the U.S.A. ; (5) to maintain 
that international disarmament must depend on policy, and therefore, 
to be permanent and effective must depend upon securing better relations 
between European States. 

May 30th.—The American Ambassador was the guest of the Pilgrims 
in London, and his health was proposed by the Prince of Wales, who said 
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he welcomed the signs that America was realizing that no country could 
prosper in isolation. Referring to foreign policy, he considered that 
no two Powers had done more than the U.S.A. and Great Britain to 
contribute to what they hoped would be the ultimate success of the 
Geneva and London Conferences. 

Mr. Bingham said he believed the hope for a stricken world rested 
largely on understanding and co-operation among the English-speaking 

ples of the world, and to the task of maintaining and promoting that 
attitude of mind he had come to England “resolved to dedicate all that 
Jam, all that I have of mind and spirit.’’ Referring to the change in the 
attitude of the people of America on several subjects ‘‘ through their 
misfortunes in recent years,’’ he said that for years they had believed that 
the higher the tariff the higher wages and the general level of prosperity 
in the country would be, but now they had learned the grim lesson that 
with the highest tariff they had ever had, more than 13 millions had no 
wages at all. They had learned how impossible it was to continue selling 
if they did not buy, and were consequently prepared, through proper 
agreement, to lower tariff barriers. 

In the greatest crisis in human history, “ I believe,’ said Mr. Bingham, 
“the foundation of hope of our world lies in whole-hearted, concerted 
action between Great Britain, the great self-governing British Common- 
wealths and the United States.” 

May 31st.—Representatives of the four chief wheat exporting coun- 
tries (Argentina, Australia, Canada and the U.S.A.) met in London to 
continue discussions on production and marketing, which had been 
begun at Geneva on May roth, with a view to submitting proposals to 
the other States represented at the World Conference. 

Sir John Cadman issued a letter to the Anglo-Persian Company’s 
shareholders explaining the terms of the new concession signed in 
Teheran on April 3oth. 

June 2nd.—Mr. Chamberlain made a statement in Parliament on the 
Economic Conference and the negotiations on international debts, in 
which he defined the main issues—prices, currency, and barriers to 
trade—which faced the Conference. Having pointed out that its objects 
could not be achieved if each nation laid down rigid and specific terms in 
advance, he claimed that the Government would be representing nearly 
the whole of the nation in the views which they would present. A 
memorandum prepared by the General Council of the Trades Union 
Congress was in close accord with those views. 

The first objective was the raising and maintenance of price levels, 
but monetary action alone could not achieve it. Revival of international] 
trade—the essential factor—depended on political tranquillity and 
international confidence. 

There was still confusion about the adjustment of production to 

consumption. Theorists said restriction must be ultimately bad, though 
it might alleviate temporarily. The main object was to increase con- 
sumption ; it would be folly, however, to allow production to proceed 
unchecked and unregulated. 
_ He hoped there would be agreement that would lead to a stable 
international monetary standard. Provided certain conditions were 
observed, the gold standard was the only one which could inspire con- 
fidence, but there must be safeguards against those defects which had 
recently brought it to the ground. 
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On the subject of barriers to trade, Mr. Chamberlain referred to the 
exchange control in force in 40 countries, and said they could not be 
removed without a removal of their causes. On restrictions and quotas 
he thought he saw signs of a yielding of rigidity. As regards tariffs there 
was no inconsistency between British policy and a desire for general 
tariff reduction. 

As to the American debt, he refused to make any statement, lest by 
inadvertence the chances of settlement might be prejudiced. Separation 
of the debts from the Conference agenda was inevitable, because debts 
were matters for negotiation by*individual nations, debtors and creditors. 
The U.S. Government were in full possession of the Government’s views, 
and “‘ we should do well to assume,” he added, “‘ that our difficulties 
are fully appreciated by the American Government, and that there is 
no desire on their part to do anything to emphasize those difficulties, or 
which would prejudice the success of the World Conference.” 

The Chinese Legation in London issued a statement made in Nanking 
on May 31st, by Mr. Wang Ching-wei, explaining that the Tangku 
armistice was strictly limited to the sphere of military activities. They 
had been unable to withstand the superior military equipment of the 
Japanese, but so long as the Government and all troops under their 
command remained they would not abandon their determination to 
make the supreme sacrifice. Mr. Wang solemnly assured the people and 
foreign nations that it was impossible for the Government to commit 
itself to an agreement acknowledging cession of territories. 


Hungary. 
May 25th.—An international conference, to deal with the economic 


problems of the Danube States, opened in Budapest. Great Britain was 
represented. 

June 5th.—A provisional agreement was signed in Budapest concluding 
the trade negotiations with Germany. This supplemented the existing 
clearing arrangements by measures to facilitate the export of Hungarian 
products within the frame of compensative transactions. 


India. 
May 29th.—Mr. Gandhi broke his fast of 3 weeks abstention from food. 


June 6th.—The Government issued a Notification increasing materially 
the import duties on all cotton piece goods of non-British manufacture. 
In an explanatory statement reference was made to the fact that, owing 
to the continued depreciation of the yen, the Notification of August 
30th, 1932 had not been effective in protecting Indian industry. 


Italy. 
May 26th.—In his Budget speech before the Chamber the Minister of 


Finance said the deficit for the year ending June 30th was estimated at 
4,000 million lire, and for the year 1933-34 he estimated a deficit of 
2,900 millions. He stated that there would be no forced conversion, 
but that the nation’s savings would be protected and controlled. The 
floating debt was 8,500 million lire, a figure which caused no anxiety. 
May 29th.—Dr. Goebbels arrived in Rome and was received by the 
King and by Signor Mussolini. 
Japan. 
May 24th—It was understood in Tokyo that the Government had 
decided to advise Manchukuo to open negotiations for the purchase of 
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the C.E.R. from the Soviet Government, and that this decision had been 
communicated to Moscow. 

May 26th.—The Foreign Office stated that Mr. Sato’s speech at 
Geneva was in accord with the general instructions given him. It was 
pointed out that Japan had accepted the London Treaty with the proviso 
that she would ask for a modification of the ratios in 1935, when it was 
her intention to propose equal ratios for the three naval Powers. Japan 
was willing, however, once “ racial equality ’’ was conceded, to reduce 
her fleet by agreement. 

May 29th.—The Government sent a Note to Moscow pointing out 
that the C.E. Rly. had already lost a great part of its economic importance, 
especially since the establishment of Manchukuo and the progress of 
railway construction in Manchuria. Japan had discussed the question 
of its purchase with Manchukuo, which was willing to buy if the 
conditions were acceptable. The Government did not object, and 
agreed to act as intermediary. Tokyo would be the best place for the 
negotiations, which could start immediately. The Note was reported to 
have referred more than once to the desirability of a “‘ radical settlement 
of all problems.” 

May 30th._The Government was understood to have informally notified 
Nanking that the Customs tariffs imposed on May 22nd would be likely 
to complicate relations between the two countries. It was maintained 
that the duties were aimed principally against Japanese goods, especially 
cotton, wool and silk products, the duty on which amounted, in 
many categories, to 150 per cent. 

June 2nd.—Publication of Notes exchanged with Moscow re C.E.R. 
(See U.S.S.R.) 

June 3rd.—Note from Soviet Government re negotiations to settle 
all outstanding questions. (See U.S.S.R.) 

June 4thFurther Note from Soviet Government ve the C.E.R. 
(See U.S.S.R.) 


League of Nations. 


May 24th.—The Council adopted the report of Sir John Simon, as 
Chairman of the Organisation Committee for the Economic Conference, 
and a draft resolution appealing to all Governments to realize the 
desirability of their co-operation in the work of the Conference and to 
observe a tariff truce before the meetings and during the proceedings. 

May 25th.—The representatives of Colombia and Peru signed an 
agreement for the immediate cessation of all hostilities and for negotiations 
on the lines recommended by the Council on March 18th. It provided 
that a League Commission should be at Leticia within 30 days, where, 
in the name of the Government of Colombia it would have charge of the 
territory evacuated by the Peruvians, and would administer the territory 
for a period not exceeding 1 year, at the expense of Colombia. 

May 26th.—The Council considered the petition of Herr Bernheim 
concerning the Jewish minority in German Upper Silesia, as it had been 
afiected by the decrees of the Nazi Government. The German represen- 
tative declared that the international convention signed by Germany 
would not be affected by domestic legislation. The Council decided to 
give the rapporteur time to consider the German statement. 

May 27th—The Council discussed the situation of the Saar 
officials after the plebiscite. 
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June 6th.—The Council adopted the report on the petition of Herr 
Bernheim concerning the situation of the Jewish minority in German 
Upper Silesia. The German and Italian members abstained from voting. 
A legal opinion had first been obtained to the effect that Herr Bernheim 
was qualified to present the petition, this having been contested by the 
German delegate. 

The report stated that perusal of the laws, etc., mentioned in the 
petition showed that in so far as some had been applied in Upper Silesia, 
this application could not have taken place without conflict with a number 
of clauses in the third part of the Geneva Convention. It proposed that 
the Council take note of the German declaration that if infringements of 
the Convention had taken place they would be corrected, and suggested 
that the rapporteur be kept informed of the measures taken and finally, 
when referring to “ damage suffered,” indicated that such cases could 
be investigated under local procedure. 


DISARMAMENT CONFERENCE. 


May 24th.—Sir John Simon submitted to the General Committee 
three new Articles to take the place of the first 5 of the 6 Articles of Part 1 
of the British draft. The new Articles read: (1) In the event of a breach 
or threat of breach of the Pact of Paris, either the Council or Assembly 
of the League of Nations or one of the parties to the present Convention 
who are not members of the League of Nations may propose immediate 
consultation between the Council or Assembly and any of the said parties 
to the present Convention. (2) It shall be the object of such consultation, 
(a) in the event of a threat of a breach of the Pact to exchange views for 
the purpose of preserving the peace and averting conflict, (b) in the event 
of a breach of the Pact to use good offices for the restoration of peace, and 
(c) in the event that it proves impossible thus to restore the peace, then 
to determine which party or parties to the dispute are to be held respon- 
sible. (3) The provisions of the above Articles do not in any way prejudice 
the rights and obligations of the members of the League, nor conflict with 
nor limit the powers and duties of the Assembly and Council under the 
Covenant. 

Sir John Simon explained that Article 1 had been drafted so as to 
make provision for a proposal or invitation addressed from within the 
League to non-members, or by a non-member to those within the League, 
to join in a consultation. ‘‘ 1 think we may assume,” he went on, “ that 
in appropriate cases that invitation might well be accepted, and we 
should thus have provided for that method of consultation to which 
Mr. Norman Davis referred.” 

Article 2 declared what would be the object of the consultation, and 
they had in mind, he said the explanation given by Mr. Davis, in which 
there was “ manifestly an effort . . . eventually to modify the strict 
regard for the law of neutrality...” 

Article 3 was new; it applied only to members of the League and 
made it clear that nothing proposed in Part 1 in the least qualified their 
obligations under the Covenant. Part-1 in its new form provided a 
suitable foundation for any subsequent co-operation between League 
members and non-members. 

Mr. Davis said he had the impression that the new Articles were I 
harmony with his declaration, and M. Paul-Boncour thanked the British 
and U.S. delegates for their “‘ extremely important ” declarations. Russia 
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had also made a contribution to the definition of an aggressor, so that the 
Conference was now in process of working out a new organisation of 
security which would create a particularly favourable atmosphere for the 
second reading. 

M. Titulescu said the U.S. unilateral declaration had relieved the anxiety 
of the Little Entente, and Dr. Benes also said its misgivings as to dis- 
crimination had been removed. He pointed out that as it would be a 
matter of procedure the unanimous vote of the Council would not be 


required. 
Helpful speeches were also made by M. Dovgalevski, Herr Nadolny 


and Signor di Soragna. 

The Security Sub-Committee completed its report on the Soviet 
proposals for defining an aggressor and the Belgian proposal for establish- 
ing the fact of aggression. The report enumerated 5 facts constituting 
aggression ; (i) a declaration of war; (2) the invasion of the territory 
of a State even without declaration of war, by the armed forces of another 
State ; (3) attack by land, naval or air forces on the territory of another 
State, of its vessels, or its aircraft ; (4) establishment of a naval blockade 
of the coasts or ports. (5) support given to armed bands which had 
invaded territory of another State. 

May 25th.—In the General Committee Mr. Sato asked for the elimina- 
tion of Article 23 of the British draft and said the later Articles of that 
section should be reserved for a separate agreement. He also referred 
the Committee to the Japanese proposals of December gth, 1932. Japan 
had signed the Treaty of London on condition that her navy should not 
be limited to the figures laid down beyond the end of 1936. 

M. Massigli said that the British draft made no attempt to introduce 
the general agreement contemplated for 1935 under the London Treaty. 
But there were three different naval systems; that of the three chief 
Powers; that of France and Italy; and the other States. An effort 
should be made to lay down certain principles, which should include 
qualitative limitation, and he asked why the British delegation had not 
retained that principle as regards navies, when so much emphasis was 
laid upon it for armies. 

The draft required France and Italy to adhere to the London Treaty, 
but there were considerable differences between the provisions of that 
Treaty and those contained in the draft. 

M. Dovgalevski said the draft recognised the flagrant inequality between 
the minority of States strongly armed and the majority of countries 
without powerful naval armaments, but the draft would still further 
Increase that inequality, since it authorized the States parties to the 
Washington and London Treaties to continue their new construction. 
This involved a real rearmament such as had given rise to strong criticism 
in other fields, and the U.S.S.R. wished, in the naval field, to put all 
States on a footing of equality. Signor di Soragna said the British draft 
required Italy to make important sacrifices in the naval field and he 
thought the provisions of the Convention should be based not on existing 
relative strengths, but on the needs of each State, and particularly of each 
maritime State. 

Senor de Madariaga pointed out that the aggressive capacity of a 
large army was conditioned by geography, but that of large fleets was 
iversal. For organising peace large fleets were of more harm than 
good in assuring the defence of the Covenant. The British draft did 
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not provide for the suppression of the most offensive weapons, and he 
would be glad to see warships limited to 10,000 tons. 

Mr. Eden said the problem was of a different character from that of 
land armaments. The naval armaments of the Great Powers were 
already limited, and they must start from that basis. The draft asked 
that the status quo should be observed as between them until 1935. In 
1936 Great Britain would have reduced her tonnage by 100,000 tons in 
comparison with present figures, whereas other Powers would keep their 
aggregates untouched. 

He did not think Mr. Sato’s suggestion would facilitate disarmament. 
France and Italy had not accepted the London Treaty, but since the 
resolution of July 23rd, 1932, and owing to conversations which had 
taken place it had been possible to insert figures in the British draft, 
and he hoped the two countries would accept them. 

Great Britain was in favour of qualitative disarmament, but the 
question of this would not really arise until 1935. No sacrifice was asked 
of the countries which were not parties to the London Treaty, but only 
the maintenance of the status quo. 

Mr. Norman Davis said the Treaties of Washington and London were 
not only a contribution to the armaments problem but to the peace of the 
world, and he regretted Mr. Sato had raised the question of suppressing 
Article 23. The naval Powers had set an excellent example, and were 
prepared to go further, as shown by the resolution of July 23rd, 1932. 
He thought there would be a risk of raising serious difficulties if an 
attempt were made to connect the question of naval armaments with 
those of land and air arms, and he was in favour of adopting the naval 
part of the British draft. : 

During the discussion of the definition of an aggressor, drafted by the 
sub-committee on Security, M. Dovgalevski said it had retained the 
essential points of the Soviet text ; the pact of non-aggression suggested 
by Mr. Roosevelt involved the necessity for precisely defining aggression. 

Mr. Eden said the definition laid down 5 forms of action as to which 
they were all agreed that the State first committing any of them would be 
the aggressor ; but the proposal went far beyond that—the proposal was 
not that the matters in question should be taken into account, but that 
they should constitute a fixed and rigid criterion by which the question 
of aggression was to be determined. Once it was ascertained which of 
the disputants had first committed one of those actions and the deter- 
mination of the aggressor followed automatically. 

In doubtful and difficult cases a definition of that sort might not 
only be of doubtful utility, but it might be positively injurious. It 
allowed for no consideration of the circumstances which had preceded the 
commission of any one of the 5 actions. The dispute might have resulted 
from a consistent policy of provocation or of pressure directed by a larger 
State against a smaller one; or a large State might have declined to 
submit the question at issue to any form of peaceful settlement. — 

What would be the position, he asked, if one party to a dispute 
committed one of the actions mentioned, and the other party committe 
another, very soon afterwards? Under the definition it would not be 
possible to take into account the circumstances in which the two acts 
were committed—the test was a purely academic chronological one, and 
its application was very liable to lead to a conclusion which was not 
really just or equitable. 
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M. Titulescu said the Little Entente States adhered entirely to the 
proposed definition. 

May 26th.—Mr. Sato repeated his proposal before the General Com- 
mittee for the deletion of Article 23 of the British draft ; either there 
should be a new chapter inserted in the Convention “‘ during the present 
Conference ’’ or the Convention should not “ reaffirm or confirm ”’ the 
existing treaties. The Conference had not yet succeeded in establishing 
areal naval draft, and it was better now to leave the existing treaties 
as they stood without reaffirming them. 

Mr. Eden assured the smaller naval Powers that Great Britain had 
no intention of asking them for something which she had not herself 
undertaken. They had reduced their navy by one-half, whereas the 
smaller Powers were only asked to remain at their existing level. 

In reply to Mr. Sato, he thought it was desirable for France and 
Italy to come into the system of the London Treaty; this did not 
prejudice the attitude of the signatories at the 1935 Conference. 

Herr Nadolny said Germany had not taken advantage of her right 
of replacement except in respect of 3 ships. She would undertake not 
to put upon the slips more than one additional ship till 1936. He thought 
that the amendment submitted provided an excellent means for bringing 
Germany within the framework of the British naval scheme ; he would 
recall, however, the German proposals for qualitative disarmament, 
and they would willingly go further in that direction. 

Dr. Wellington Koo said that China had no fleet, and until the war 
of aggression of which she was the victim had been settled she could not 
accept obligations limiting her right of defence. 

Mr. Eden reminded Herr Nadolny that the British plan merely 
aimed at maintaining equilibrium during a short period. If the German 
amendment were accepted it would destroy the arrangement in view 
and give rise to new objectives. 

May 27th.—The General Committee discussed Chapter 3 (Air Arma- 
ments) of the British draft. The Hungarian delegate, supported by the 
Austrian, submitted an amendment providing for complete abolition of 
military aircraft within one year, #.e., deleting the permission for bombing 
“in certain outlying regions,” etc. Herr Nadolny also wished for com- 
plete abolition, and quoted the destruction of 15,700 aeroplanes by 
Germany, etc., as evidence that military aircraft had been recognised 
as essentially offensive weapons. The existence of large air fleets con- 
tributed to the existing uneasiness. 

Senor Madariaga said measures to humanize war were simply a 
waste of time, and the only way of dealing with the air menace was to 
abolish military aviation; to do that and leave civil aviation in its 
existing position would be to retain all the features inherent in military 
aviation. Control of civil aviation would not be sufficient. 

Mr. Eden pointed out that the air bombing method of enforcement 
for police purposes had been in operation in territories held under Mandate 
and had never aroused a protest of any kind. There were certain parts 
of the world where the only alternative, for keeping order, was the 
employment of land troops, in large numbers and at great expense, with, 
possibly, heavy casualties. 

The British delegation would be ready, when the time came, to state 
what were the particular territories over which Great Britain asked the 
nght to employ police bombing, if necessary. Further, if the British 
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proposals were adopted the air forces of the world would be reduced to 

















































about 50 per cent. of their existing power. Effective supervision of ; 
civil aviation was an essential condition of abolition of military aircraft, d 
If the Permanent Disarmament Commission could work out some such 
scheme as was referred to in the draft for the supervision of civil aviation, , 
then, before the next meeting of the Conference, the total abolition of . 
military aircraft could and would be realized under the terms of the y 
draft Convention as it stood. th 
Mr. Wilson asked, if bombing were to be allowed in certain respects, th 
what was to prevent a widening of those privileges in time of war? th 
All or nothing was the attitude of America. a 
M. Paul-Boncour said France was willing to agree at once to the 
abolition of air bombing, but it would be impossible to restrict fighting ™ 
machines while civil aviation was not controlled. - 
The delegates of Afghanistan, Norway, Persia, Poland and Switzerland th 
also spoke in favour of universal suppression of air bombing. He 

May 29th.—Opinions were divided on the subject of defining an aggressor cay 
in the General Committee, Herr Nadolny pointing out that, in any case, jus 
it would be necessary to co-ordinate and reduce to the same common 
denominator all the various definitions. Italy, Hungary and Bulgaria for 
agreed with the British view, but M. Paul-Boncour said the proposal for ma 
establishing facts of aggression was an essential part of the system of aba 
security. The report of the Security Committee provided a basis for ent: 
future judgments. hov 

May 30th.—In the General Committee the rapporteur of the Security coul 
Sub-Committee said that the proposed European Security Pact had and 
the advantage of being extremely elastic ; States might subscribe either to i 
to the Pact as a whole or only to the first chapter, which was drawn up $ 
on the principle of non-resort to force established by the Kellogg Pact. he v 

Mr. Norman Davis said Article 1 corresponded with the views of & both 
President Roosevelt, and applied to the world at large would not be & the | 
incompatible with the intention of the President to conclude a pact of @ coun 
non-aggression. the 

Mr. Eden said there was a connection between the President’s de- @ expo 
claration and the extension to the whole world of the undertaking not to § copy 
resort to force. 

M. Paul-Boncour said France desired that the terms of the pact of & The 
non-aggression should be as definite as possible. It was important, M 
however, that the desire for universality should not prevent certain § Portf 
neighbouring Powers from entering among themselves into contracts § and ] 
for mutual assistance supplementary to the pact of non-resort to force. 

Discussing the machinery for defining an aggressor, the rapportew Para 
explained to the Committee that the proposal provided for a committee Ih 
prepared to furnish an impartial definition. This committee would B Bojiy 
begin to function only upon the request of the interested Government, 
and would be required to establish certain facts within the territory of § Persi 
that State. It would then draw up a report and send it to the Permanent M, 
Disarmament Commission and the facts thus established would form the & per<j. 
most valuable part of the materials used by the body which would be M, 
called upon to define the aggressor. 

May 31st.—The Bureau discussed the progress in the Committees and Peru. 
decided ; (x) That the General Committee should not go on to the Me 
decisive second reading of the British draft, but should adjourn as s000 & (See 7 
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as the non-committal first reading had been concluded. (2) That the 
Bureau should then spend 3 weeks—June 5th—25th—at work on the 
draft, preparing for the second reading. (3) That the General Committee 
should meet subsequently, probably on July 3rd, to begin the second 
reading and take decisions on the Articles of the draft. 

June 1st.—The General Committee, after considering objections by 
Yugo-slavia, Turkey, and other countries against the decisions taken by 
the Bureau the day before, accepted a proposal by Mr. Davis that during 
the period the Bureau was preparing the draft for the second reading, 
the President of the Conference should go on with any consultations he 
might consider useful as a means of dealing with difficulties. 

The Committee dealt with Part 5 of the British draft. Mr. Davis 
repeated that U.S. policy included the principle of permanent and auto- 
matic supervision ; and Lord Londonderry reserved his attitude towards 
the French amendment, designed to tighten control and supervision. 
Herr Nadolny said they were prepared to accept any type of supervision 
capable of achieving the end in view, provided it were applied with equal 
justice to all. 

June 6th.—The General Committee discussed the French proposals 
for the limitation and contro] of the manufacture of and trade in war 
material, the French delegate pointing out that his Government had not 
abandoned its opinion that the private manufacture of arms should be 
entirely suppressed and the industry internationalised. For the present, 
however, it would be content with international control if the Conference 
could not agree tosuppression. Unless the Convention included regulation 
and control of the manufacture of arms France would be unable to agree 
to it. 
Senor de Madariaga strongly supported control, and Mr. Davis said 
he was in substantial agreement with him, and that control was necessary 
both for State and private manufacture. (The French proposals limited 
the quantities of arms that might be manufactured or bought by each 
country and the Permanent Disarmament Commission was to verify 
the observance of the rules. No arms were to be manufactured or 
exported without a license from the Government, which would send a 


copy of it to the League.) 


The Netherlands. 

May 24th.—A new Cabinet was formed by Dr. Colijn, who took the 
Portfolio of the Colonies, with Jonkheer A. De Graeff as Foreign Minister, 
and Dr. Oud as Minister of Finance. 


Paraguay. 
June 5th.—The Government claimed a decisive victory over the 
Bolivian forces at Herrara. 


Persia. 
May 28th.—The Mejliss ratified the new Agreement with the Anglo- 


Persian Oil Company. 
May 29th.—The Agreement was signed by the Shah. 


Peru. 
May 25th.—Signature of agreement for settlement of Leticia dispute. 
(See League of Nations.) 
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proposals were adopted the air forces of the world would be reduced to 
about 50 per cent. of their existing power. Effective supervision of 
civil aviation was an essential condition of abolition of military aircraft. 
If the Permanent Disarmament Commission could work out some such 
scheme as was referred to in the draft for the supervision of civil aviation, 
then, before the next meeting of the Conference, the total abolition of 
military aircraft could and would be realized under the terms of the 
draft Convention as it stood. 

Mr. Wilson asked, if bombing were to be allowed in certain respects, 
what was to prevent a widening of those privileges in time of war ? 
All or nothing was the attitude of America. 

M. Paul-Boncour said France was willing to agree at once to the 
abolition of air bombing, but it would be impossible to restrict fighting 
machines while civil aviation was not controlled. 

The delegates of Afghanistan, Norway, Persia, Poland and Switzerland 
also spoke in favour of universal suppression of air bombing. 

May 29th.—Opinions were divided on the subject of defining an aggressor 
in the General Committee, Herr Nadolny pointing out that, in any case, 
it would be necessary to co-ordinate and reduce to the same common 
denominator all the various definitions. Italy, Hungary and Bulgaria 
agreed with the British view, but M. Paul-Boncour said the proposal for 
establishing facts of aggression was an essential part of the system of 
security. The report of the Security Committee provided a basis for 
future judgments. 

May 30th.—In the General Committee the rapporteur of the Security 
Sub-Committee said that the proposed European Security Pact had 
the advantage of being extremely elastic ; States might subscribe either 
to the Pact as a whole or only to the first chapter, which was drawn up 
on the principle of non-resort to force established by the Kellogg Pact. 

Mr. Norman Davis said Article I corresponded with the views of 
President Roosevelt, and applied to the world at large would not be 
incompatible with the intention of the President to conclude a pact of 
non-aggression. 

Mr. Eden said there was a connection between the President’s de- 
claration and the extension to the whole world of the undertaking not to 
resort to force. 

M. Paul-Boncour said France desired that the terms of the pact of 
non-aggression should be as definite as possible. It was important, 
however, that the desire for universality should not prevent certain 
neighbouring Powers from entering among themselves into contracts 
for mutual assistance supplementary to the pact of non-resort to force. 

Discussing the machinery for defining an aggressor, the rapporteur 
explained to the Committee that the proposal provided for a committee 
prepared to furnish an impartial definition. This committee would 
begin to function only upon the request of the interested Government, 
and would be required to establish certain facts within the territory of 
that State. It would then draw up a report and send it to the Permanent 
Disarmament Commission and the facts thus established would form the 
most valuable part of the materials used by the body which would be 
called upon to define the aggressor. 

May 31st.—The Bureau discussed the progress in the Committees and 
decided ; (rt) That the General Committee should not go on to the 
decisive second reading of the British draft, but should adjourn as soon 
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as the non-committal first reading had been concluded. (2) That the 
Bureau should then spend 3 weeks—June 5th—25th—at work on the 
draft, preparing for the second reading. (3) That the General Committee 
should meet subsequently, probably on July 3rd, to begin the second 
reading and take decisions on the Articles of the draft. 

June 1st.—The General Committee, after considering objections by 
Yugo-slavia, Turkey, and other countries against the decisions taken by 
the Bureau the day before, accepted a proposal by Mr. Davis that during 
the period the Bureau was preparing the draft for the second reading, 
the President of the Conference should go on with any consultations he 
might consider useful as a means of dealing with difficulties. 

The Committee dealt with Part 5 of the British draft. Mr. Davis 
repeated that U.S. policy included the principle of permanent and auto- 
matic supervision ; and Lord Londonderry reserved his attitude towards 
the French amendment, designed to tighten control and supervision. 
Herr Nadolny said they were prepared to accept any type of supervision 
capable of achieving the end in view, provided it were applied with equal 
justice to all. 

June 6th.—The General Committee discussed the French proposals 
for the limitation and control of the manufacture of and trade in war 
material, the French delegate pointing out that his Government had not 
abandoned its opinion that the private manufacture of arms should be 
entirely suppressed and the industry internationalised. For the present, 
however, it would be content with international control if the Conference 
could not agree tosuppression. Unless the Convention included regulation 
and control of the manufacture of arms France would be unable to agree 
to it. 

Senor de Madariaga strongly supported control, and Mr. Davis said 
he was in substantial agreement with him, and that control was necessary 
both for State and private manufacture. (The French proposals limited 
the quantities of arms that might be manufactured or bought by each 
country and the Permanent Disarmament Commission was to verify 
the observance of the rules. No arms were to be manufactured or 
exported without a license from the Government, which would send a 
copy of it to the League.) 


The Netherlands. 


May 24th.—A new Cabinet was formed by Dr. Colijn, who took the 
Portfolio of the Colonies, with Jonkheer A. De Graeff as Foreign Minister, 
and Dr. Oud as Minister of Finance. 


Paraguay. 
June 5th.—The Government claimed a decisive victory over the 
Bolivian forces at Herrara. 


Persia. 


May 28th.—The Mejliss ratified the new Agreement with the Anglo- 
Persian Oil Company. 
May 29th.—The Agreement was signed by the Shah. 


Peru. 


May 25th.—Signature of agreement for settlement of Leticia dispute. 
{See League of Nations.) 


789 











32 


Rumania. 


May 30th.—Meeting of Council of Little Entente and statement re 
Four-Power Pact. (See Czechoslovakia.) 

June 4th.—A conference of Eastern European agrarian States opened 
in Bucarest, and was attended by observers from Estonia, Greece, Latvia 
and Turkey as well as delegates from the 6 States concerned. They aimed 
at reaching an agreement enabling them to present a united front at the 
World Economic Conference. 


Spain. 

May 26th.—The Corts finally approved the Catalan Internal Statute, 
or Constitution, which thus became law. 

June 2nd.—The President signed the law regulating religious orders. 

June 3rd.—The Spanish Episcopate issued a manifesto denouncing 
the law regulating religious orders, and declaring those responsible for 
it to be excommunicated. It prohibited the attendance of Catholic 
children at State schools. 

June 4th.—Encyclical addressed to the clergy and people of Spain by 
the Pope. (See Vatican City.) 


Switzerland. 


June 3rd.—The International Federation of League of Nations 
Societies opened its 17th plenary conference at Montreux. The Minorities 
Committee decided to register a protest against the persecution of Jews 
in Germany. The German delegate objected, but the Committee decided 
that a state of affairs had been disclosed which it was impossible to 
overlook. ‘ 

The trial of those implicated in the riots of November gth ended in 
the acquittal of 11, and the conviction of 7, including Léon Nicole the 
Socialist leader. 


Turkey. 


May 209th.—Parliament ratified the Ottoman Debt Agreement con- 
cluded in Paris, superseding the Agreement of 1928. 

May 31st.—The Government promulgated a new Customs law, 
providing for a general and heavy increase of duties on manufactured 
goods. It came into force at once, without warning. 


U.S.A. 


May 24th.—It was stated in Washington that the plan to place one 
third of the Fleet on “ rotating reserve ’’ had been abandoned, at least 
for the time being. 

May 25th.—The Senate passed the Banking Reform Bill. It provided 
inter alia, that private banks should give up either deposit business or 
dealings in securities, and divorced commercial banks from their security 
affiliates. 

May 26th.—The House of Representatives passed the “ Omnibus” 
Public Works Bill, providing for expenditure of $3,300 million. It 
provided for increases in income tax and the petrol tax. 

Mr. Steagall introduced a Bill into Congress abolishing the gold 
standard, and stated that its adoption would enable foreign debtors to 
pay war debts in any currency legal in the United States. He described 
the Bill as part of the President’s emergency relief programme. 
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May 27th.—The Foreign Relations Committee of the Senate reported 
out the arms embargo resolution with an amendment attached reading, 
“ Provided, however, that any prohibition of export, or of sale for export, 
prohibited uxder this resolution shall apply impartially to all of the 
parties in dispute or conflict to which it refers.”’ 

May 29th.—The press published a statement regarding the policy 
of the U.S. delegation to be followed at the World Conference in which 
it was indicated that they would endeavour to enlist other nations in the 
bold price-raising programme launched in the U.S.A. by virtue of the 
Roosevelt monetary, farm relief and industrial recovery legislation. 
The Roosevelt policies were regarded as requiring either unified inter- 
national action or a new and highly significant policy of isolation in order 
that America might work out her domestic plan without interference. 
The Administration was, therefore, equipping itself with legislative 
measures with which it might either co-operate with the world, or might 
rear new barriers around its far-flung economic frontiers. The Adminis- 
tration Tariff Bill, not yet introduced, would be a two-edged weapon, 
carrying authority to the Executive either to raise tariffs or lower them. 

May 30th.—The House of Representatives passed the Bill suspending 
the operation of the gold standard by 283 votes to 57. It legalised the 
abandonment of the gold clause in all Federal and private contracts 
throughout the U.S.A. 

Mr. Bingham’s speech in London. (See Great Britain.) 

June 3rd.—The Senate passed the Bill suspending the operation of 
the gold standard, by 48 votes to 20. 

June 4th—Mr. Roosevelt called a number of Congress leaders in 
conference and spoke frankly to them as to the urgency of his economy 
programme. He was described as virtually serving notice on Congress 
that it must either restore the $170 million deleted from his programme 
on June 2nd (by the action of the Senate in limiting to 25 per cent. the 
projected cuts in veterans’ pensions), or stay in session until it had voted 
additional taxes to fill the gap. 

The Chairman of the Reconstruction Finance Corporation announced 
that he was granting a loan of $50 million to the Chinese Government, 
for the purchase of wheat and cotton. It was to be repayable in 
3 years and to bear interest at 3 per cent. Before the purchase 

China would be required to levy certain taxes. 

June 5th—The President signed the Bill repealing the gold clause. 

The Senate Finance Committee, at the President’s request, re-instated 
the licensing clause in the Industrial Recovery Bill. (The clause 
empowered the President to license all industry, if other plans for 
controlling production, hours and wages failed, and so to withhold licenses.) 
The operation of the clause was, however, limited to 1 year, instead of two. 


U.S.S.R. 


May 29th.—Note from Japan re purchase of C.E.R. (See Japan.) 

June 2nd.—The text of Notes exchanged with Tokyo ve the C.E.R. 
was published in Moscow. The Japanese Note, dated May 26th, refused 
responsibility for alleged unfriendly acts by Manchukuo officials or for 
brigand activities against Soviet citizens, and it alleged subversive 
activities in Manchuria by the latter, particularly attempts to blow up 
the Sungari railway bridge. 
The Soviet Note, dated May 31st, replied that Japan could not avoid 
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responsibility, and said that if Manchuria would deliver rolling stock 
belonging to the U.S.S.R., the latter would return what rightfully belonged 
to the C.E.R. 

June 3rd.—The Government handed to the Japanese Ambassador 
a Note consenting to begin negotiations in Tokyo on June 25th for a 
settlement of all the political and economic questions outstanding 
between the two countries. 

An agreement with Poland for the procedure of investigation 
of frontier incidents was signed in Moscow. It replaced the Agreement 
of 1925. 

June 4th —The Government transmitted to the Japanese Ambassador 
a further Note protesting against conditions on the C.E.R., and accusing 
the Japanese authorities in Manchuria of purposely endeavouring to make 
relations with the U.S.S.R. more acute according to a definite plan. 

It protested, in particular, against the closing of the line at the 
Pogranichnaya frontier station, alleged to have been carried out forcibly 
by a Japanese official on May 3r1st. 


Vatican City. 

June 4th—The Pope addressed to the bishops, clergy and people of 
Spain an Encyclical condemning the attitude and conduct of the Govern- 
ment towards the Church and exhorting the faithful to use all legitimate 
means of inducing the legislators to rescind measures “ so opposed to the 
rights of every citizen and so hostile to the Church, and to substitute 
for them others in harmony with the Catholic conscience.”’ 

June 5th.—A Concordat with Austria was signed in the Vatican, after 
Herr Dollfuss had been received by the Pope. 


Yugo-slavia. 
May 30th.—-Meeting of Little Entente Council and statement re 
Four-Power Pact. (See Czechoslovakia.) 
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35 
FORTHCOMING EVENTS. 


*Committee of Enquiry into Questions relating 
to Public Works and National Technical 


Equipment 


*17th Session of International Labour Conference 


16th International Cotton Congress. 
5th Congress of the International Institute of 
Administrative Science.. ; 
*World Economic Conference 
*Fiscal Committee ... ‘ 
*Permanent Mandates Commission ewe 
World Power Conference, Sectional Meetings owt 


Annual Meeting of International Thrift Institute 

5th Pacific Science Congress eid 

6th Imperial Social Hygiene Conference 

13th Congress of Chambers of Commerce of the 
British Empire .. 


*Correspondence Committee on Industrial H ygiene 


(I.L.O.) -~ 
*Conference of Government Delegates to examine 
the Draft Convention on Educational Films 
International Congress for the Protection and 
Welfare of Children 
23rd Congress of National Peace Council me 
*ist Meeting of General Council of the Inter- 
national Relief Union ... vai 
International Elbe Commission ... 
*Executive and Directors’ Committee of the 
Committee of Intellectual Co- a 
*Supervisory Commission . 
*15th Meeting of the Committee on Intellectual 
Co-operation ” sie 
World Grain Conference ... 


12th Annual Conference of the International 
Student Service... ‘ oP aa ‘ha 


25th Esperanto World Congress 

Congress of the International Federation of 
Trade Unions and Congress of various Trade 
Union Secretariats ie 

4th International Boy Scout Jamboree... 


7th Biennial International Scout Conference ... 


5th Biennial Conference of Institute of Pacific 
Relations 


* League of Nations or International hae Office. 
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